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AB3IBACT , 

This guide is. designed for the second part of a ' 
tvo-part bookkeeping qjburse for adults vho are either keeping a set 
of records for a snail business, or v^o wish to prepare tOs^o so. The 
f olloving seven lessons are included and are based on a business 
making retail sale& of goods: (1) Introduction; (2) Data Sources and 
fiecording ^6r a Trading Business; (3) Journalizing, Fostipg, aird 
Trial Balance; <U) Journalizing, Posting, an^. Trial Balance 
(continued); (5) Eight-^olujnh Horksheet, and Preparing Financial 
State^ments; (6) Adjusting and Closing the General Ledger, and ' 
Preparing the Post-Closing Trial Balance; and (7) Practical Problems, 
(r^ssons 1 through 6 cover about three hours of class time each. 
Lesson 7 'is a practice problem requiring about four class* sessions of 
three hours each. ). The appendixes contain' illus^trations, forms; and^ 
solutions to problems; a practical application problem ; and tips for 
teachers of adult class^& in small business bookkeeping! (WL) 
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FOREWORD ' 

The course described in this instructor's guide. Small Business Book-- ^ 
keeping^ Part H, is' ah adult coujse for tho^e who are either keeping a/ set 
of records for a small business, or who wish to prepare to do so. Students 
in the cjMjrse will very likely include those^ operating their own jsmalV ' 
businesses and others employed in such businesses. 

' . ' ' ^ - ■ , '■, • - 

. The scope of a two-part course in small business bookkeeping was 
djgtermined by an. advisory committee which then prepared a general outline 
of its content* Part I of that course was published in 1973. Part. II is"^ 
• contained in this book. \_ . .% 

"'' The members of , the advisory committee W^ere: "Stephen Cumberbatch, / 
Business Education Department, Newtowfi High School, Elmhurst; George J> 
Gearhardt, phairpianrof- business education. Guilder land Central High School, ^ 
Guilder land Center; Bernard- Goldhi 11, Manpower Development Training Program, 
New York; Frederick. (S. Smith, chairman, Atcouijting Department, State . - 
Ifnivprsity of New V^ork Agricultural and Technical College, Cobleskill; 
Hoba|t H. Conover, chief. Bureau of Business Education;; E. Noah Gould, 
associate in continuing curriculum; and Eugene Whitney, associaite in buSine - 
education. Mr. Conover and Mr. Gould were cochairmen of 'the coiranittee^ 

The course in this book was written and all accounting problems and- 
illustrative forms were prepared by Helen N. Safford;' associate professor. 
School of £ducation. State University of New York'^t Albany*. (Part I was / 
ialso prepared by Professor Safford.) Mr. Gould guided the development 
and writing of both parts of the course, edited the; manuscripts", and' 
prepared them for publication. 

' .' ' • ~ ' ^ 

* , ' Herbert Bothamley. Chief 

t . Bicceau of Continuing EcHuoation ^ 

• ' Cttppiculian Development 

GORDON 'e. van HOOFT, director ' 

Division of Curriaulim DeiJ'elopment * 
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Message TO THE INSTRUCTOR ; 

The course describied in this book i^ 3^uitabl^ for use in the adult 
education prog raiAs of school Sa.istricts/ of Boards o£r Cooperative Educatipjial 
Services (BOCES), and in the communi^^ty colleges of New York State;- Part I. 
(contained in aiiother book) consists of. lO lessons, iiy^ problems, and 
addijtipnal illustrative material. The illustrations and problems ^re bas^d 
on a dry cleaning Miisiriess. , ' , * > " , 

f^art II (contained in this book) applies the principles covered in 
Part I, in a more advanced wav. It is basisd on a business making retaiP 
saleiSv Of goods-r a' trading business. Those who take Part Illshoujd either * 
complete Part I first*or have the eqiiivalent in training or .experience. - 
Part II contains sev€^n lessonsT. / Lessons 1 through 6 cover about -^3* houfSr 
of class time each. Lesson 7;' however, consists of a practice pi:oblem which 
is likely t'o require about four class sessions of 3 hours each. An appe|idix 
contains an additional practice problem; ^ 

^ Students will probably bring in bookkeepiijjg^ problems from their jobs 
or busineis^ses which can add^^ch .to the ^course. You should help them with 
these problems, and if on^^^o^the problemsyis of;g interest, you 

might wish to explain it to^ the ^tfhole cla^. , . . 

The ill^ustrations, foiijpvs, and pi^Dblem solutions in this course al^ 
have figure numbers. In th^se numbers, "the digit to the lef t- af the 
decimal point is the number of* the lesson, in which the figure is- first 
discussed. .The digit (or digits) to the -iright of the decimal point show:^;, , 
the number of the figure within the ies:s<^nv If a figure number has« a "K" 
in it, this means that the, figure is an answer key. Some, answer keys have 
more than one page; digits' to the right of the "K" show flie^^eet numbers 
for such an answer key. ^ / ' — ' 

An instructor for. this course should, be experienced in bopkkeeping ^and^ 
if possible^ should have teaching experience also. A qualified insttiictjor 
can usually be obtained from the faculty of a high school, a collegiate - 
school of business, a 'school of \9dupati0TV or other similar schools .v ^ 

The content of Part 11 cgn generally covered in 10 sessions of 
3 hoyrs each, but this pattern is by no means .uhiver$al, nor is it mandatory. 
For those students who wish to cover some, topics in greater depth, the 
instruj:tox can suggest materials for independent study. «- ^ ■ 

An instructor or administr^or who needs help in planning or conducting 
a course using this publication may contact the Bureau of' Business Education. 



HOBART H.^CONOVER; Chief s 
Bureau of Busineae Education^ 



ROBERT H. BIELEFELD. Director^ ; ^" . 

Division of OocKpational Education Instruction 
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LESSON 1 
INTRODUCTION 



Content Outline 



I. 



Introduction to the Course 



A. Purpose of coui[*se 



Teaching Suggestiorts and Techniques 

Have tl^e students introduce themselves and give 
gene^if^al /^comments as to the type of work they do 
and their previous bookkeeping experience. Es- 
tablish an informal relaxed atjnosphere for the " 
classroom. ) _ , , 

It is assumed fhat the students enrolled in this 
xourse'have taken Part I of Small Business 
Bookkeeping or have had some previous bookkeeping 
instruction. Part II of Small business Bookkeepin 
is offered for students interested in the records 
necessary for a trading business. Upon completion 
of this course a person should be-able to keep 
the records of a ^mall retail trading business. 

Note: The t,erm trading JmsinesSy as used in this 
course, means a business which sells goods to 
customers at retail. 



B. Course content 



Reference materials 



1. Textbooks 



*2. Practice sets 



Mention the topics to be covered in Part II and 
give the students an overview of the course. 

Explain to the students that this course is 
self-contained, with general content and 
practice problems to apply the concepts learned.* 
The following may be used as general reference 
for students interested in f^irther reading and 
practice: . ^ 

Boynt on,. Lewis D. and others. Century 21 
Accoimting^ Firs t^Yeax* bourse (with Key to 
problems). Cincinnati, Ohio. South-Western 
Publishing Co. 1972. Chapters 12-20. 

Freeman, M.H.** and Others. Accoimting 10/12; 
2d''ed. New York, JJ.Y.. flcGraw-Hill Book Company. 
19^73. Part II: Accounting Systems* and 
Procedures^ and Part IV: Special Accounting 
Procedures, 

Use a published practice set at the end of this 
course to provide the students with the "experience 
of using .related business papers upon which 
transactions are based. The following practice 
sets are suggested: ^ ^ - , 



31 Supplemental 
problem 



Records of a Typical 
Service Business 



A. Cash received 



.Compere^ Cove Busineea ^imwZation (with busineas 
papers) by Lewis D. Boynton and others. 
Pubfished by South-Westem Pyblishing Company, - 

'Cincinnati, 6Kio, .lS72< ^ 

tJudd Paint Company y Practice Set for Accounting 
10/22 J Part II by M.H. Freeman and others. 
Published by Gregg Division, McGraw-Hill Book "■, 
Company, 1968. 



A supplemental practice problem is provided in 
;this bobk ias lessons 7 through 10. Also included 
are forms to be duplicated by the instructor 
and keys for the problem. 

The time covered ^by lessons 7 through 10 should 
be used either for completing a commerciaT 
practice set or for doing the supplemental 
problem. 

For review, a motel is used in this book as an 
example of a service business. Part I of this 
course x^\)ased on a dry cleaning business, 
another example of a typical servifi^tusiness. 

Draw out from the class the sources of cash 
for a motel btisiness. These^ sources are: 



B. Cash paid out 



L 

1 . Expense items 



1. Room rentals (the primary source of income' 
for a f motel] 

2. Additional investment by owner . 

3. Sale of ^old furnishings and equipment 

Have students describe some of the common items 
of expense for a iiftotel owner. List them on a 
transparency or th^ chalkboard as the students 
mention them. , The list^might include items such 

as: , ' - . / 

• room furnishings 

• linen service 
^ • utilities 

• office .stq>plies andf e^taipment 

• salaries ' ( 

• room maintenance suppfies and equipment 

• insurance 

• grounds care 

• land and buildings 

'•-taxes . , ' ' 

Show transparencies of Figures l\l. Income State- 
ment, and 1.2, Balance Sheet f or sieepy-Time 
Motel. Review with class and discuss. ' - 



HI. Records of a Typical 
Trading Business 



The trading business upon which this, course 
is based is a small electrical appliance 
business (North Star Appliances) at the retail 
level. / 



Cash received 



I; Sources of cash 



B. Cash paid ^ut 



Typical expense 
items 



Operation of a small 
trading business 



Generate from the class the sources of cash 
for a small electrical appliance business. < 
List them on challcboard or transparency and 
.discuss. 'Hie main sources are: 

• Sale of goods • ^ ^ . 

• Additional investment by owner 

• Sale of old store equipment or fixtures 

The main source of cash for this business is from 
the Hie of goods to customers. 

Elicit from the class the typical expenses of a 
small retail merchant. Assume that the small * 
electrical appliance store is in a central 
shopping area and that the owner of the 
business is renting store spacer List the 
items as students describe them. Typical ex- 
pense^litems include: 

• cost of item sold (cost to merchant) 

• heat 

• lights (elecrricity) 

• rent 

• salai'ies 

• insurance 

• telephone ' , ^ 

• store fixtures and equipment (display 

counters, shelves > cash register, adding 
machine; etc.) , ^ 

• store supplies (wrapping material, office 

supplies, store supplies) 

Discuss with th^e class the overall operation of 
a small trading busiiiess. Emphasize the 
following: 

/ 

• The retaii merchant must maintain an in- 
ventory of good^^'for sale to prospective 
customers . . \ 

• Regular store hdu/sji^ This 
generates operating fi^xpense^ (rent, salaries, 
utilities, etc.) whS^/ar^^relatively fixed. 

- • The owner of- a trading businfess is in 
bo^ine^s to make a^pvofit and the main 
source of cash is from the sale of goods to 
customers. > 




Show a transparency of Figure \ 
Service Business and' Trading ^siness. 



*^3, Comparison of 



Discuss it. 
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Income Statement, Small 
Appliance Business 



A. 



General Ledger ^ 
accounts of a / 
service business 



Show a transparency of Fi^re 1.4, Income 
Statement, North Star Ajtpliances. Coif^are 
Figure 1.4 with the income statement of- 
*Sleepy-Time Motel, Figure A. 1. 

Point out that an income statement for% 
trading business differs from that of a 
service business in that it has a Cost of Goods 
Sold section, and a. Gross Profit on Sales 
section. Operating expenses, are shown aftfer 
the gross profit, then net profit is shown. " 

Briefly review the ledger accounts of a service 
business including assets, liabilities, 
capital, income, and expenses. Refer to 
Figures 1.1 and 1.2, if necessary. ^ , 



New accounts needed Describe fully the hew accounts by title and 
for a trading business* classification. 



Merchandise 
Inventory 



Purchases 



Merchandise Inventory is an asset account. 
This account represents the goods on hand for 
sale to customers at the time the balance 
sheet is prepared. The balance of this account 
is detennined by an actual phyHcal count^ of 
items on hand (in storage, anc} on the shelves) 
and is, in general, at cost. 

Purchases isi a cost account, listed with the 
expense accounts. When goods for^ resale to 
customers aye purchased by the bjusiness, the 
^anfount paid for th^ goods is dntered as a debit 
to the Purchases account. The merchant either 
pays cash, for the goods or buys it on credit*. 
The entry to record the transaction would be 
either . 



Debits and 
Credits 



Accounts 
Payable 



Debit: Purchases Account 
Credit: Cash Account 

) \ OR 



. (cash) 



Debit: Purchases Account r 

Credit: Accounts Payable (credit) 

Demonstrate in T-account form on chalkboard. 

Accounts Payable is a liability account. This 
account represents amounts owed .to Creditors. 
When a purchase is made on credit to be paid 
at a later dat€^, the amount is entered on the 
credit side ^x>f Accounts Payable < The entiy 
to recoi^l the transaction would* be * 



a. Debits and 
Credits'^ 



Debit: Purchases (for .goods to be resold 

to customers) ^ 
. Credl t : Accounts "Payable 

■ ■ • 

When thet amount is pai^d (at a later date)^ 
the entry to record the transaction would be 

Debit: Accounts Payable 
Credit: CaVh 



4. Sales 



Demonstrate in T-account fonn on chalkboard. . 
Discuss with' class and, if needed, briefly 
review the debit/credit-increase/decrease con- 
cept for asset?', liabilities, capital, income, 
and expenses. ^ . ^ 

, ' . ■ / • 

Salets is an income account. For a trading 
business, this account represents the total 
amount received' from the sale of goods (at 
retail). Wheif^ a sale is made, the Sales accoiint 
is credited. The transaction involves receiving 
cash for the sale of ah item and the entry Would 
be 



V. 



a. Debits and 
VCredits 

The Why of Income and 
Cost Accounts 



A. Computation of Cost 
of Goods Sold 



Debit-: Cash 

Credit: Sales . , 

The retail merchant is confronted with the 
problem of keeping records that will show the 
cost of doing business. This^ involves the 
concept of markyp to arrive^ at a retail price 
for the goods he sells. The merchant must also 
maintain accurate inventory and purchase 
figures^. And he must understand how to use'^hes) 
figures to determine the cost of goods sold 
and to arrive at gross profit. 

Demonstrate fully, using the* chalkboard or an 
overhead projector, how to compute Cost of 
Goods Sold. 



1. Formula 



2. Coiqputations 



F^ormula: 



Beginning Inventory 
plus 

PurchaisTes^ ^ [ 

aCost of 'Xioods Available for Sale 
minus ^ 
Endinjg Ithventoyy . 
=Cost of Goods Sold 



Problem: Find C6st of Goods Soldy 
Beginning Inventory (Jan. 1) ^^$8^600 
Ending Inventory (March 31) 7,200 
Purchases " 8,100. 
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3. Pi^tice 



I 



B • Coiputatioir? d^f 
selling price 
1. Markup 
jpilnciples 



2. Proble» 



a. Analysis 



b. Rejstatement 
of problem 



Solution 



d. Checking the 
result 
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^ ' Solution:. 

^ Merchandise. Inventoxy, Jan. 1 $8,600 .00 

Purchases/' ,i 8,100>00 
,;.i;po^ Available, fo]? Sale |16, 7001,00 

' • Less : Hdsei^ laventory ^Mar. 31 7,200,00 

Cost of Gorfds39ld \ . | 9^500,00" 

• • Have students do^e following Individually. . 
^ . ':. . • ' / ' i / 

^ , Prpblein: jpihd C^^ of Goods sold. ^ . . 
Buigisning Inventoiy (Jan.- 1); $9,050 
Ending Inyefltory (Dec. 3lf \ '9,600 
^ - Purchases" * • ' 53,192- 

7\nsweir: Cost>f Goods Sold $52,642'.00^ 

Supply inore practice |irobl ems, ^ if needed. 



The markup process is a way of determining the 
selling price pf an item from the cost. In retail 
businesses, the majskup rate* for a given it^m (or , 
kind of item)^is usually stated as' a policy. ^ Then, 
for each item, the selling price is computedfT' 
Present and demonstrate the following problem. 

A merdiapt wishe^o sell In electric frypan which 
cost him $14.00, to realiz^va gross t)rafit ofr 30% 
based on retail selling pric^^ will be the 
selling price (S.P.) of the fm^an? >. 




ian? 

NOTE: The markup rate is the slme as the gross " 

^alyze the problem with the class: It gives the 
cost of the fiypan to the roer^ijiit, and the . 
lesired markiipp'30%, basedr^JHsel ling price'. 



Cost 

Markup (on S.P.) = 
Selling price = 

Sell^ price (S.f .) 

Markup (on S.P.) = 

Cost must be equal to 

Selling price (S.\.) = cost t 

14.00 T 



$14.00 
.30% 

? 

100% 
30% 
~70?" 

70% 

.70 = $20.00 



Check the answer by taking 30% of selling price, 

.30 X <^20 = $6.00 
and adding the result ($6) to cost ($14) to seeaf 
it proves equal to the selling price ($20). ? 

13 - . 

6 



3. • P.factic* 
« problen. 



■ Co^t (.70%) i 
Markup (30%) ' - 
Selling Price (100%) 
"The answer' checks . 



$< 14.00 
.6.00 
$ * 20^0 



Have the. students try axjiother problem working . 
individ^lljr: • ^ ^ , ' - "'"^ 

Wh^t* would be the selling pri<5^ 6f an electigic' 
coffee |)6t that-^cost the merchant ^8^00 if th^ 
markup is 2(]f% based on selling price? 



♦Splutio© 



markiqp is 2(7% based on selling pri< 

As before^, S*P^ ^ « ioo% 

Maxki^) on'S.P.a^ 20%^ 

S.P; , = Cost' 7 8b% 
% . » = 8.00 T ^ .80 



4. 



Guidelines, on 
pricing 



C. Merchandise 
Inventory 



1. Inventory 
records 

a. Many items 
involved 



Point out that maikiq) can also be a percent based 
on cost. Sometimes the manufacturer will have a. 
suggested selling prioe^r a suggested percent of 
markiqp, to guide the retail merchant. \ 

^''^flex^anViise Inventory is carried on the books as 
an asset account because it ^represents an invest- 
ment in goods '*for resale to customers. The 
merchant owns the goods until they are sold to 
customers. 

• 4 

Briefly describe why inventorjr records are kept. 

^oWf a transparency of FiguX«^1.5, List of Inven- 
tory Items, North Star Appliances. This gives 

' examples of sdme of the itemsiiirhich mig^it be fbund 
in an £^liance store. ^ 

Point odt'that there is a large number of items 
within an inventory. For exanple, a: small 
electrical appliance store has a wide range of 
items and a variety within each item. 



b. 



Varieties 
of items > 



F5r variety within an item, fbr exanple, the 
retail merchant might carry two or more brandsM 
of toasters. Each brand mi^t have two or more 
sizes or models. Each size'or npdel mig^t have 
two or more colors (trim, o;|^type of metal) . 
Each of these brands, sizes ]\md models would 
probably ^ different pirice. 



Information^ 
needed on 
record • 



For each item in inventory, the retail merchant 
will have a stock inventory record. The record 
shoul d/s how 

• Stock number of item ' 

• Name of the item 

• Ho^ many are currently in inventory 
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2. 



d7 Inventory 
^Card 

Inventory * control 



D. Profit terms 



1. Gross profit 



2. Net profit ^ 



• Mininum and maxinuiA numiber ,tb be in inventory 
^ g#de for rcQrder) ^ ^ 

• Nuinoer sold and dates of sales^ 

• Number ente^cSi^into stock ; and dates ^ 

< • . * ' '■' ' ' ■ 

Show a transparency pf figure 1.6i^nventoxy Card. 
JJiscuss it. ^ ■ / 

Briefly describe the-'procedure^ of a bus^ess ivt) 

faint ain^g an., adequate i^i^ntirty of ^oods on lian4^ 
o satisfy cummers. Thislp^ne rally* involves the 
establishment policy to: ^ 
, • C^ijtrpl-vthe quantity o^ hand , ^ 

• «eep accurate^iq3^t6^dat:6 records of inventory 

• Guard against loss* throu^ theft of dam^gj^ 



JJlstingu^sh ^the* diffej4nce between gxvBa proj^t 
and net profit. • ^ ^ 

A retail merchant joakes his groea profit from 
selling goods at k price hij^ier than he paid for 
. the goods*. Gros/ prpfLt is^ found by subtxaicting 
* the cost of go^ds sc(ld from net sales. ^ j 

, Net profit is^ found by subtracting the expenses 
' of doing business (operatiBg expensj^s) from gross 
profit.* ReTex back to Figure 1.4, Income State- 
-^ment,if necessary. ^ / 



LESSON 2 /> 

DATA SOURCES AND RECORDING FOR ^ 



Content Outline 



|. Sources of Dkta far a 
:^ Trading Biisiness 



A. Cas^ received 

1. Sales Slip (or 
Sales Ticket) 



TRADING BUSINESS - 

Teadiing Suggestions and Techniques 

PToble ms i^ narrative form provide practice in 
licordlSg^ans actions. But in a real business 
situation^ the bookkeeper must recognize thelkind 
of book entry needed for si, j^ven 'series of events. 

The purpose of this section is to discus^the type 
of business papers that usually siipport the 
receipt or paymnt of ':cash. 



E3q>lain that there are various procedures used 
by a small businessman in a trading business to 
write up a sale. One common procedure is to use 
a multiple-copy, sales slip that is written up 
at the time of the sale. The original is given to 
the customer. The copies are kept by the business- 
man for cash controls and control of inventory* 
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Show transparency 6£^ Fijgure 2. 1, Sales Slip/ and 
discuss it. . 



a. Anothe.r Another procedure used is to provide the customer 

* procedure . with only a cash ^ register tape ^(duplicate ojF tape, 

s ' / lis m^de within the cash register for the business- . 

j;\ ^ - \ ^ man).'^ The clerk maRirig the ^ale will record the ^ 

: ^ ^information on a form retained by the business- 
/- man for cash, and "inventory conttol. In this metfhod, 

r. -/? the clerk is usually required to.make a one^-line 
^ , " , ' . ^ 'entry on the^ form showing date, item (4escription: 

. mpdel No., color,, s^ze) , quantity, price, sidles 

tax, and tttal amoixnt^ of cash received.. 



tvansparency Figure 2.2., ibily Sales 



Show 
Sheet. 

^ . • ♦J) b PiJjtpos^ ' * \ . WH&tever metj^Sd is^ljd, the business needs 
L>* * written evidence of each sal6 to verify the cash, 

sales ^"fax^ and t6tal sales. Generally, the 
business paper generated at the time -of the 
sale is also used tojceep a check on invento^ry. 
V Also, it is good Bigness practice to supply the. 
^^Oistomer witfi written evidence (sales slip or - 
cash register tape) for proof of piirchase, in \ 
ci&e an item purchased has to be returned. 

|JCash register Use Vf a ca§h register, with printed tape, 

|i\ape proyides a chronojL'ogical ^^^SA^^ cash for the^ 

\ day. At the end, of the day iSjW total cash in 

the drawer, after subtract in^QHe change fund, 
should agree with the total cash taken in as 
indicated by the^tape. This amount should also ^ 
agree with the total amount deri^^ed from the 
duplicate sales slips for the day or the sales 
summary sheet . \ , 

NOTE: Change fund refers to the amount of cash 
put in the drawer at the beginning of the day 
to make change. A typical amount for a small 
trading business is $50.00. 

Other sources Point out that other source^ of cash for the 

of cash received business might include additional ^investments 

by the owner, and the sale of old furniture or 
equipment of the business. In either case, the 
• cash would .probably be>in the form of a check. 

An entry- would be made directly* into the; books ^ 
foflowed by a depojit in the bank. Thijs type ^ 
, of a transaction ustjaliy would not be handled 

through the cash register. These sources of 
^ ' cash represent receipts other than from the sale ' 

of goods to customers. 
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6. Cash paid out 



Purchase invoice 



^ ■ 



(Refer back t a Lesson I , IV-B.) Discus* with 
the'^class the purchases account and Accounts. 
Payable .account inc]|uding .the procedure of buying 
goods for resale to customers. 

The supplier will send a' Purohaee Invoiae to 
the businessman whdh tjie goods are shipped, 
Sh9w transparency of Figure 2.3, Purchase' 
Invfiicfe. 



a.-^Used for 
' . checking, 
goods " ' 

' b. Basis of^ 
' book entriei 



c. Credit terms 
on invoices 



d. Explanation 
' s of terms 



e. Summary of 
Purchase In- 
voice 



When the^goo4s are received iy the business, 
before tttey ai*e put into inventory, they are 
checked ^against the original order and "the ' 
PurchaW. Ijjyoicef^ V ' 

Exer the gooSs' received ahd th|! computations have 
been verified, "the Purc*hase Invoitfe becomes ' ( " ' 
the basis' for the entries in the books:. ^ 
* ' ' • .' . * ' 

5ejt)1t: Purchases Account 
» / .Credit: Accounts Payable Account ' ■ 
■ ■ ' ,^ ' . .- * ^\\_ . 
The Purchase JnvolteP is ervidente of money owed ^ 
for goods received. 

At this time, the tejrms of the-^jifitvoice would also 
be/noted and a note would be made as to when it 
should be paid. Review briefly the terms of iui 
invoice and how cash discounts are computed. • 

Now show Figure 2.3, Purchase Invoice and discuss 
it. The invoice is dated October 8 and the terms 
are 2/15, 1/30, n/60. - ^' 

If, this invoice is paid not later than 15 days 
from its date (on or before October 23) , the 
businessman can take a 2% cash discount. If it 
is paid within 30 days of its date (on or before 
November 7), the businessaoj take a 1% cash 
^discount. If it is paid after November 7, no* 
cash discount is given. But the total amount 
should be paid on or before December 7 (60 days from 
date of invoice) . 

Supply more examples, if needed. 

Summarize the uses of the Purchase Invoice. It ^ 
is a business paper used by the businessman to 

„^ • Verify the goods received (quantity, typ^, ^ 
and cost) . " 
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Checks 



a. ChecKboo 




Book entries 



Signed recei 
for cash 
paym^s 




• Estab^^h the; cost figure 'i'f or inventory 
records \^ ^ , ' 
Provide a cost figure for computation of 
selli^^^price 

• Furiiish evidence that money is) owed to the 
sttpplier J * , ' ^ * " 

Good cash fcontrol requires that-^wajij^eceived 
be depos|.ted in the bank promptly, aSSl^cash paid 
out be in the form of a check. This shoiild be^ 
the general rule. 

, . • • \ . . /■-,•, 

'Usually the owner j^f a small business will main- 
tain a Checkbook in. addition to the Ccmbined^ 
Cash Journal. < 

Show transparency df Figure' 2.4, Checkbook/ , | 

,.When^ a, check sis ^nritten, the stub information is 
entered in the Checkbook, and a current bal lance 
maintained* The cljeck. support ed^y , the ijivoite,' 
would theii boi the business paper ^ to cause an . 
ejitry in the cash payments section of the Combined 
Cash Journals 



a. Book 
entries 



Petty Cash 
Vouchers 



' At the end o^^ the month, the cash balance! in the 

Checkbook Register would be reconciled' with the 
^bank statement. It should also a^ee with the 
icash balance of the Combined Cash Journal . ' 

The general* rule for good cash cor^rol is |to 
issue a. check for all cash, payments, but some 
businesses -do issue cash from the cash di'awer for 
some bills. For example, in a small grocery ^ 
business: for daily deliveries such as dair/ 
.prodiipts and baked goods, cash/migiht be itsed. In 
this dase, the delivery person prepares an invoice 
cash is\paid Qut^and the p^r^on receiving the 
. c^h sighs a receipt. The^^meipt is written 
' either diriencjt ly on the face or^<^e invoice or on 
a separate \sheet. It is placed in the cash drawer 

If cash is pVid out, a signed receipt must be 
« placed in the^cash drawer as evidence of payment. 
This signed receipt, with. the sttppo^ing .invoice 
(or bill). then becomes the business' paper used to 
record the payment of cash in the Combined Cash ' 
Journal. ' \ . ' 

Discuss. the general concept of a petty cash fund. 
When cash is paidj from the ftaiid a signed receipt 
is placed in the {letty cash box. This signed 
'receipt is called \a Petty Cash Voucher^ 
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Petty fCilh Prti/edures 

A. Purpose of petty 
cash fund 



Establishment of 
the* fund 



/ 



i 1. Check issued 



2. Example 



C. 'Ijperation of fund 



IV Use of 
Cash Book 



Show a transparency of Figure 2.5, Petty Cash 
Voucher. , ..-^-^ 

The Petty Cd!sh Voucher is evidence of paymeirt 
of cash from the funci. When thct fund is re- 
plenis^^dkwith cash, the petty cash vouchers 
togethe^^i^th a sinranary sheet jform the business 
papers to yecord the expanses in the Combined 
Cash Journal. ' 



A pett/^sh fund isfestab 
nominal amount of cash, in 
small cash payments. E: 
due, package delivery* ch 
ad in localjiewspapj^r,^4l^d 
supplies, 
amounts. 




isHed to provide* a 
par^te fund, for 
include postage 
;es, postage^ donations, 

, , incidental stdre 

This saves writing checks for^--saall 




Discuss witlT^he cXass that when a.ftmd is ^ 
established, one person^ is iiiade respdffittrle for . 
its maintenance. Th'e ^ze-^of<the fuiid iis 
detefmiiftd by the needs of therbusiness. It 

«should large enou^ to coyer' small caslv 
expenditure^, for 2 to 4 weeks. - The fund is 
usually kept, in a cash box separate^ from the 

> i^gular cash register draweri Separate records 
are also kept for the petty cashAmd. ^ 

To $tart the fimd, a chetk is issued from the 
regular business cash account ma(}e payable to cash 
or pett^ cash. The check is then ^cashed and^"^thie^ 
money placed in the petty cia^h box. 

For example, to establish a; petty cash fund fcjr 
$50, the journal entry , is- - I - 



lt:\e 



Debit: Tetty Cash 
Credit; gash 



$50.00 



$sa.oo 



\ Demonstrate in T-account form on chalkboard. - This 
is merely the transfer of cash from one asset 
account, (Cash) to another (Petty* Cash) . 

Show a transparency of Figure 2,6, Petty CaW^ 
Book. Di^ribute copies of J:his form^to the 
cldss. ' ' [ 

Demonstrsite, iisiii^Pdverhead or dhalk- 

board, the recording of the $50 in the Petty Cash 
Book to establish the pefty cash fund. Have the 
students record the following' expendf^iires in 
their copies of the Petty^ Cash Book. 



.4 



2. Petty cash 
expenditures 



Oct, 




Repl 
the 



enishnent of 
fund • 



1. 

3., 

7. 
8. 



■7, 



1. Entries in the 
Comb^hed Cash 
Jourhal 



12. 
14. 



15, 



Established petty^cash fund, $50 
Paid mailman 14f for postage 'due 
(ipstage) ^ 

Paid $4.00 forj^indow washing (miscel 
laneous) f , . ' 

Paid $4.24 for p§r^el post char; 

/(postage) , • 

^ Paid $8.00 donati^chi to Heart Assoc 
(donations)" 
Paid .$5.00 for i^stage istamps (tpostage) 
Paid $6.50 for ad in local paper 
(advertising) ^ ^ 

^ Paid $3.12 for instant^ffee, sugar, 
and powdejei4 cifeam (mxscellaneous) 
Paid $4.89 for envelopes, 6 ballpoint 
pens, anft adding machine tape (store 
siqjpliesO 




After they have made the entries, show the 
studeats Figure 2.7K, Answer Key,. Pretty Cash 
Book. Point out to them the totalin 
sianoiiari zing, r^d repl enishin^^^ of the 
Book. Use Figure 2.8K, Answer Ke)^^ 
Suhmary. 



Expl that fhe cash to rep-,^^^ 
^<^h fbnd wili'|>e the diffei^p^<| 
balance on hand in the fund 
After the fun^; i,s,^replenished i 
$50.00 in cash. , , ' " 




The Petty Cash $uiimiary (F 
Petty Cash Vouchers const 
for drawing a che^lc to r^ 
fund and to* reco^4 the transaction in the 
Combined Cash Journal. The entj^^in the Journal 
vSoyld be 



';8K) lind the signed 
the business papers 
the petty cash 



Debit: 



Advertising Expense 
Rations Expense 
Postage Exgense^^ 
Store Supplies* Exp. 
Miscf. Expose * > 
Cpcfqit: Gash 




$35.89 



When the $35.89 check is cashed, t^ie petty cash 
fund has a balance of $50.00 cash. . 



Demonstrate the recording of the cash received 
($35.89) in the getty Cash Book. 

At all times the petty cash fund must have either 
$50«00 actual!' cash or the c^ibination of actual . 
cash plus the total of the signed vouchers ^equal 
to $50.00. 
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Combined Cash Journal 
a Trading Busines. 

A. Format 



for 




\ 



I-/ 



Number of 
columns nel^ded 




Recording the^ 
transactions of 
Problem 1 



1.' Basic steps' 



\ 



■ J ■ . ' 

Show a/transparency of Figuro^2.9, Combined Cash 
Journal. Most small businesses use this journal 
rather thajTspeoi^fl journals • The Combined Cash 
Joumai^J^ used to record ^all the transactions 
of the small business. 



"SOie nimber of columns^^ised in a CombinW Cash 
Journal is flexible, j/colunn tmn bemadded 
whenever there is enougl^ repetition of one kiod 
of entry. It c^ be eliminated^henever it ,t)ecomes 
clear that it is not needed. 

Jro )>lem 1 is a selected group of typical trans- 
_"Sctions for a small appliance business « Nc^rth / 
_ Star Appliances. DistjftDUte copies^of Figure 

2.9, Combined Cash^Joumal/ to<^^e class. 



Use chalkboard or overhead projector and present 
each transaction/ to the class. Analyze and ^. 
••^discuss eaph transaction^ ^3QPd it in the 

Contoined JBash Journal with tKe students recording 
in th^ir own copies. . 



:^ons for the North 
o the.jc]j^ss the 



While recording the tran 
Star Appliances^ emphasize 
importance of the following 

• Analyze eacl? transaction before recording 

^ • In double entry booklibeping, debits must 
equal credits. At least two accounts are 
affected :feY ©€rdi transaction. 



PROBLEM 1 
NOVE^IBER TRANSACTIONS 



Record the following transactions in a Combined Cash Journal. 

Nov. 1. Record beginriang cash balance $1,700.00. 

1. Paid CehtralCMall Association $220.00 for November rent 

2. Ca^h sales $246.10 (Sales $230.00; Sales tax $16.10) 

3. Paid N.Y. Telephone $31.90, Telephone service 

5. Cash sales $195.17 (Sales $182.40; Sales Tax $12.77) 

6. Paid Andersen Electric Company invoice, $288.45, less 1% discount 
(See Figure 2.3 in Lesson 2.) , , 

6. Payroll, net cash paid $202.25 
Distribution for recording:- 
Salary expense 
Pederal Income tax 
State income tax 
PICA tax 



ERLC 



$-245.30 
22.90 
5.80 
14.35 
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6. 
7. 
10. 

lb. 



a2. 



13. 
14. 




Record employer's PICA tax expense $14.35. 

Cash sales $419.44 (Sales $392.00; Sales tax $27.44) 

Cash sales $289.97 (Sales $271.00] Salfes tax $18.97) 

Received credit memcyrandum for $21.60 from Skiff's Electric for a damaged 
roaster oven fetumed'/for credit (Roaster oven was badly djunaged when 
received.) %■ , 
Paid -eo-day $1 ,000. 00. note due today with interest at 8% (Nbtes payable 
$1,000.00; Interest expense $13.33; Cash credit $1,013.33) 
Qasfr sales $205.44 (Jales $lt2C00; Sal es tax $13.44} . s 
Payfoli, net tash paiS' $202.25 , 

Distribution for recording: • t . 

$245.30 
-22.90 
5.80 
14.35 

Record ejpployer^s PICA tax expense $14.35. ^ 
Paid Diamond Electric invoipe for $106.00 for merchandise purchased on 
account . * ' ' , ^ , 

Cash sales $271.78. (Sales $254.00; Sales tax $17.78) ^ 
Purchased^$176.00 .wbrth of merchandise from Andersen ElectritT^mpany 
on adcoi^^, terms 2/15, 1/30, n/^0 

Vi^. North ,^ 'Qwner, made an additional investment in business of $1,200.00 
ash sales $33^70 (^ales $310.00; Sales tax $21.70) 
-sued check replenish the- Petty cash fund. The Petty cash summary 



Salary expense 
Federal income tax 
State income tax 
FIGA tax \ 



18. 
20. 



sheet shows tWb following distribution 
Advertising expense 



$14.40 
10.00 
5.00 
11.00 
$40. 4b 



20. 
21, 
23. 

25. 

29. 
30. 



Donations 

Postage 
' Miscellaneous 

Cash neede^J H ^ 

Purchased ;$268. 00 worth of •Bejrchandise from Diamond Electric Company 
on account \ 
Payroll^ net cash paid ^^0?. 25 
Distribution for xecordihg: 

. Salary expense ' $245.00 

Federal in'come tax 22.90 

State income tax 5.80 

PICA tax ^ \ 14.35 

Record employer's F];CA taxi expense $14.35. f 
Cash sales $234.33 (Sales 521^00; Sales tax $15.33) 
Paid. $21. 36 to local PRUDENT SHOPPER for 4-inch ad on special holiday 
sale ^ , 

Mr. North, owner, withdrew $500.00 cash for personal use. 
Gash 3ales, $175.48 (Sales $164.00; Sales tax $11.48) , / , 

Paid Andersen Electric Company invoice $176.00. less 2% discount 
Prepare a cas'h proof from Combined Cash Jourrfirl. Checkbook shows a cash 
balance ^f $2,271.62. ^ ' ^ 
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LESSON 3 

JOURNALIZING, POSTING, 4!ND TRIAL BALANCE 




Content Outline 



I. 



II. 




Record the Trans- 
^ions of Problem 
tcpntinued) 



SuHtmai^ze the 
Cash Jpumal. 



Combined 



Open and' Post the 
General Ledger. 

A. Two-Column 

General Ledger 



2. 



Posting %T 
November 



a. Step-in 
posting 



Teaching Suggestions and Techniques 

Briefly review the^^ransactions recorded^^n the 
Cdbbined Cash Journal from ^sson 2/. Finish 
journalizing Problem 1^, using the pattern already 
establisl^d. Allow time for questions andr ' 
discussion! r 





Using the chalkboard 6r overhead projector, 
demonstrate the procedure for footing and ruling 
the Journal. 

\ • . ■• 

Emphasize the importance of accuracy in adding 
the columns^ proving the equality of the debits 
and credits, and preparing a cash proof. The 
balance of cash should agree with the balance in 
the cheqkjjook, which in jtum is reconciled to the 
l>knk st^^ment . 

Refer to ^gure 3.3K, Answer ^Combined Cash 

Journal for November, and Figure itAK Answer Key, 
Cash Proof, November 30. 



Show a transparency of Figure, 3.2, General Ledger. 
^ Review the purpose of the General Ledger and the 
overall procedures for posting it. > 

Provide, the students with copies of the blank 
[eral Ledger form (Figure 3.2). g, 

monstrate the opening of the General Ledger 
fccounts, using Figure -3.1, Chart of Accounts, 
orth Star Appliances, which shows account balances 
Have students ^et up their Ledger accounts. 

J 

Direct this process, at least for the first few 
accounts, then carefully supervise as the students 
work independently. 

Demonstrate the posting procedure and have students 
work with their own Journal and Ledger accounts. 
Allow time for questions and discussion. 

■ < - ^ ^ 

Wiile working together, emphasize: 

• That the proper steps should be used in 
transjferring information from Journal to 
Ledger. 
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V 



Account to 
Ibe posted 



c. Importance of 
accuracy 

3. Computing account 
balances 



Prepare the Trial 
Balance. 



Answer questions.'' 



For example, in posting the total cash debit 

(1) Locate the Cash General Led]^er account^ 

(2) RecQrd4n Ledger (debit side) - 
amoimt7Ma.teV and posting refermce. 
(Use CJ for Cdh^ined Cash Joumdl.) 

' ^^^^ - 
(sy Record ^n the Journal at foot of cash 
debit column the record posting 
refjefence 101, wMt^i is the Cash 
Ledger account nimber. 

That thei column heading in the ^Joui^al in- 
dicates to which account ejach item in. that 
^ column sjibuld be posted. Also whetHeSr it is 



on sji 



a debitror a credit/ 



\* That ^ost ^oliamns are posted dn totiil to the 
\ Ledger accoxmt indicated* But in 
■ the General Ledger det^it bt credit column v 
.requires that that anoxmt be posted t^ the 
Account manual in the "Account Title ajid ' 
Explanation" column. 

• Thkl all posting be done carefully and 
accjlhrately. ^ 

Using the chalkboard or overhead projector 
demonstrate; the procedure for computing account 
balances. \ Do not show computations in the Ledger 
account but only small pencil footings. Show the 
balance on the proper side of tlje account. (See 
Figure 3. 4K^ Answer Key, General Ledger, November.) 

Pxo^de a copy of a Trial Balance form for each 
student. Briefly review the purpose of a trial 
balance and how it is prepared. 

Show how to prepare a Trial Balance for North 
Star Appliances for November, with students 
working individually, on their own materials. (See 
Figtire 3.6K, Answer Key, Trial Balance, November 
30.) 

Now allow time for questions and discussion. 

Lesson 4 provides transactions for December on 
which students should work independently to 
journalize, post ^ and take a trial balance. 



> 
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.LESSON 4 

JOURNALIZING, 1>QSTING, AND TRIAL BALANCE (continued) 

^Content Outline 
I^^ RevieK^gi'oblem 1. 



II. Problem 2, De 
Transact io: 



A. Jou; 




Teachifig Suggestions, and Techniques 
> '■'* »»- _ - • . 

This lesson is a reinforcement of journalizing, 
posting, and preparing a trial balance. T^ve students 
are to work independently. " ^ 

. ^ %\ 

Review the Work finished for November transactions 
in Problem 1. "Point out to^the students. that their 
trial balance for , November 30 nmstibe inx^lance 
since Problem^; 4)eceniber transactions, will be 
posted using that l>%lance as a blkse. 



Distribute copies of the Combined Cash Journal ; 
form (Figure 2.9) and have the students journalize 
December transactions Also giyethem copies of 
Problem 2, December transactions, which appears 
at the end of this lesson. , ! 



B. Post to Genei'al 
Ledger. ^ 




C. Prepare Trial 
Balance. 



Have students Work independently with a minimum of 
assistance. But you should supeirvise the 
activity and make suggestions Where appropriate* 

When the , students are; finished, check the** results 
against Figure 4. IK, Answer Key, Combined Cash 
Journal, December Transactions. Discuss with 
class and ^swer questions. 

Briefly review the posting procedure used for 
{November transactions. ^ 

Have studenlfs post their December Journal entries, 
to. their General Ledger accounts and compute 
the account balances. Check the results against 
Figure 4.2K', Answer Key, General Ledger. 

Note: You may prefer to have students prepare a 
Trial Balance first and then check it against 'the 
answer key. 

Review the Trial Balance. Distribute copies of a 
Trial Balance forfe and have the students prepare 
a Trial Balance for December 31. 



When^thByr^ are- finished^ rcheck^ t^ 

Figure 4. 3K, Answer Ke^, Trial Balance, December 

31. 
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D.' Review the December 



E. Timing of the 
operations 



4^ 

.0 ' 



< 



■ ■ V,-* ' ' ' . 

Pisciiss with the students the work completed for 
December for North Star Applianc^a. ^oint out . 
that most ^all businesses will have a periodic 
routine of journalizing, posting to the ledger, 
•an* preparing *a Trial Balance, 

• JoUjmalizing is done either daily or a^ ^ 
:^krisactions occur. * 

- • Posting is usually done at least once a month. 
It is helpful ta post individual items from 
Generarl Ledger debit and credit columns during 
the month 'to keep accounts\purrent. 

• A Trial Balance is usi^ally. prepared monthly • 
to give the bookkeeper a periodic check 

oa the equality^ of debits and credits in the 
Gener^il Ledgej. ' " 



' PROBLEM 2 
DECEMBER TRANSACTlbNS 



Record the following transactions fn a Combined Cash Journal. 



Dec. 



1. 
1. 



Beginning qash balance $2,271.62 [ l- 

Paid Central Mall Association $220.00 for December rent ' 
"Sv^aid N.Y. Telephone $34.30, telephone service 
2. Cash sales $230.05 (Sales $215.00; Sales tax $15.05) 
,3. Purchase<i $449,00 worth of merchandise from Andersen Electric CompanV 
oh accaount; terras 2/15, 1/30; n/60 , ^ 

4. Cash' sales $205.44 (Sales $192*00; Sales tax $13.44) ^ ^ 
45 Received a credit meiporandum for $10.90 fr<^ Diamond Elisctric for 
broken electric iron returned for credit 
/ 5/^ Cash sales $220.42 (Sales $206.00; Sales tax $14.42) 
.okJp. Payroll, net cash paid $202.25 
Distribution for recording: 

Salary expense $245.30 , 

Federal income tax "22.90 
State income tax 5.80 ' 

PICA tax 14.35 
Record en5)loyer's PICA tax expense $14.35. 
Cash sales^310.30 (Sales $290.00; Sales tax $20.30) 
Paid Diamond Electric Company invoice $268.00, less' $10.90 per credit 
memorandum 

Paid $23.00 to local PRUDENT SHOPPER for a 4-inch ad on special holiday 
sale < 

Mr. North, owner, withdrew $500.00 cash for personal use. 
Cash salei. $331,70, (Sales $310.00; Sales tax $21.70) ' 
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7. 
8, 
9. 

10. 

II. 
12. 




14. '^ ReplenisftW petty tf^^ fund. The petty cash summary sheet shows the 

following distriburipn: ^ 
\ • Advertising expense * * $ 8.00- i 

Donations. 15.00 
Postage ^ : 7.80 ^ 

. iMiscellaneous ^. 12.00 * 

{ Cash needed $42.80 
j^l5. Payroll, net ^aSjH paid $202.25 , 
Distribution for recording: 

* Salary expense $245.30 
/ Federal income tax 22.90 * 

State income tax 5.80 
PICA „ tax V14.35 

15. Record employer's PICA tax expense $14.35. v 

15. Cash sales $353.10 (Sales $330.00; Sales tax $23.10) 

16. Paid Andersen Electric Company invoice $449.00, less 2% discbunt a 
18. Paid $44.'80 to Utility Electric Co. for electrical service for 2-moffth 

period ^\ / 

23. Ca^h sales*$434.42 (Sales $406^00; Sales tax $28.42) 

28. Paid'Skiff Electric invoice for $310.00, less 1% discount for merbh^ndise 
purchased on account 

30. Cash sales $171.20 (Sales $160.00; Sales tax $11.20) 

31. Prepare a cash proof from Combined Cash Journal. Checkbook shows a cash * 
balance of $2,354.83. ^ 
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LESSON 5 ; . * , 

EI<$|HT-COLUMN WORKSHEET, AND PREPARING FINANCIAL STATEMENTS 



-Content Outline 



I. Review of Problem 2 

II, fhe 8-Coluran Worksheet 

•. V. I ■ 

A^v Introduce the 
% Worksheet. - 



teaching Suggestions and Techniques 

Briefly review the independent work from Lesson 4, 
December transactions for Nortb Star Appliances, 



Show a transparency of Figure 5,1, 8-Column Work- 
sheet. . Distribute cppies -of this worksheet to the 
class and discuss its purpose. Emphasize that: 

• It is a bookkeepers' tool, prepared from General 
Ledger balances for end-of-accounting-period 

' analysis and adjustments. It is prepared in 
pencil and is not part of the formal finaii||lal 
papers. 

• A step-by-step process must be followed in pre- 
paring it . 



B. Prepare a Worksheet, 



1. 



2. 



• When completed, it is a good basis for pre-r 
paring financial statements and joumdlizing 
adjusting > and closing entries. 

Working with the. class, demonstrate the prepara- 
tion of an 8-Coluran Worksheet for North Star Ap- 
pliances for the year ended December 31, 19 . 
(See Figure 5.2K, Answer Key, S-Column Worksheet, 
December 31, 19 .) 

Fill in headings. Fill in main heading and the column heading^. 

y; Point out that each pair of columns (Trial Balance, 

V for example) has a debit column; and a credit coluiim. 



EntervTrial 
Balance.. 



V; 



III. Adjustments on the % 
Worksheet ^ 



A. Adjustments neede^ 



1^ 



A Trial, Balance _has already been prepared for 
December 31., Point out that if a Worksheet; is used, 
the bookkeeper pr'StniMy would not prepare a sepa- 
rate Trial Balance bu^would enter it directTy on 
the Worksheet from the ledger accounts. 

Working with the class^ enter the trial balance on 
the Worksheet. Add the columns to be sure debits 
equal credits. 

Adjustments needed for North Star Appliances for ' 
December 31, 19 are as follows: 

• Physical count and pricing of the merchandise 
on hand shows a balance of $8,^40,00 in 
merchandise inventory. 

• Value of prepaid insurance that has expired ^ 
is $174.00. 



ERIC 
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1^ 



B. The concept of 
justing ledger 
accpunts 



Adjustment of 
Merchai>^se Inven- 
tory 



• Physical count and pricing of store supplies 
shows a total of $140.00 worth on hand. 

• Depreciation expense on store fixtures and 
equipment Ts $260.00. 

. S . ^-^ * 
Discuss with the class the concept ^af adjusting 

certain ledger accounts to showrtrui6 balances. 

Use chalkboard or the overhead p^t)jectpr and 
present each adjustment to the class. Analyze- 
and discuss each adjustment, then enter it in the 
Adjustments column on the Worksheet. The sti^|dents 
should betaking entries on their own Worksheets. 

The first adjustment, the Met^chandise Inventory 
accouijt,must shqy the new b^ance of $8,640,00.^ 
We suggest the two-entry method for adjusting: 
(A) remove the old balance, (Bj record the new 
balance. ^ 



Starting balance 



Start with the balance sfeiown on the Trial Balance, 
as illustrated in the T-account form: 

\ • ' ' 

Merchandise Inventory 

EiTT 8,350.00 



The other account involved in the adjxistment is 
the Profit and Loss Summary Account: 



First adjusting 
entry 



3. Second adjust- 
ing entry 



Profit and Loss Summary 



(no balance on Trial 
Bal-ance) 



The first adjusting entry will remove the old 
balance 'fr<^^Merchandise Inventory account: 

Merchandise Inventory 



bal. 8,350.00 



(A) 8,350.00 



Profit and Loss Summary 



JK) 8,350.00 



Adjusting entry (A) 

Debit: Profit and Loss Summary $8,350.00 

Gredi t : Merchandise Inventory $8 , 350 . 00 

The sectmd entry will record the^ neu) balance in the 
Merchandise Inventory account: 
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Merchandise Inventory 



bal. 8,350.00 
(B) 8,640.00 



(A) 8,350.00 



Profit and Loss Summary 
(A) 8,350.00 1 (B) 8,640.d6 



4. Baiance after 
adjustments 



Adjustment of Prep 
Insurance 



Adjusting Entry (B) 

' Debit: Merchandise Inventory $8,640*00 
X Credit: Profit and Loss 

I Stiianary $8 , 640 . 00 

After the adjustment. Merchandise Inventory shows 
a debit balance of $8,640.00, the new amount. 

Point out that each adjustment entered on the 
Worksheet has a capital letter to identify the 
debit adjustment with the credit adjustment. 

le (C) adjustment is td the Prepaid Insurance 
account and the insurance accounts. 



1. Starting balance Usin^ T-accounts show the balance as listed on the 
t Trial Balance : 

^ ■ . " -f 

Prepaid Insurance 



bal^ 360.00 



Insuran ce Expense 

— 



2. Adjusting entry 



:$174.00 of the prepaid insurance has expired — 
that amount of the prepaid premium applies to this 

accounting period. Therefore, that attourit 
recorded as^an expense of this accounting period. 

\ ■ ^ . .\ - 

Discuss in full, using a jspecific exaiiple, to be 
sure the students understand how expired insurance 
^ computed. 

The entry to record the expired insurance for North 
Star Appliances is: 

Prepaid Insurance 



bal. 360.00 



(C) 174.00 



Insurance Expense 
Tcl 174.001 
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Balance after 
adjustment 



Adjustment of Store 
Supplies 



J 



Adjustirig-^try .'(t) 

l)ebft: f lnsiqfance Expense $174.00 

(Ifedit^^ Prej)aid ^Insurance $174,00 . 

After/ adjustment, the Prepaid Insui^ance account 
showjs a Ijalance of .$186.00 and InsKirance Expense 
a balan9e of il74,00. * 

The (D)\fidjustm?mt toncems the /Store Supplies 
account^ ani: the e^fpense s^ccount. Store Supplies 
Expense. \^ J 



1. Starting balance <^e balances in T-account fo)rm%s shown on the 



Trial Bal ance:,' are : 
Store Simblies 

bar: 285766 r 



Store Supplies^ Expense 



The balance of store supplies on hand as of 

December 31, 19 is $140.00, which means $145.00 

^ worth of store supplies were used during the 

accounting period. The $145.00 would be the 
expense for the period for store supplies. 

2. Adjustinjg entry The adjustment entry to record this expense is: 



Adjustment for 
depreciation 



Store Supplies 

bal. 285.00 1 (D) 145,00 



Store Supplies E^yense 



145.00 



Adjusting Entry (D) 

Debit: store Supplies Expense $145.00 

Credit: Store supplies $145.00 

'The last .adjustment is for depreciation. Discuss 
the concept of depreciation using a specific 
example. 



Depreciation is the (E) adjustment and imfolves 
Accumulated Depreciation- -Store Fixtures and 
Equipment account and the Depreciation Expense 
account. 
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1. Starting 
- balances 



Balances of these accounts as listed on the 
Trial Balance shown in T- account form are: 



.Accumulated Depreciation-- 
S'tQre Fixtures and Equipment 



bal. 1,300.00 
Depreciatioii Expense 



depreciation adjustment of $260.00 represents 
the estimated decrease in the value of the store ' 
/ fixtures and equipment that is to be recorded as 

, . an expense for this accounting period. 
' ■ • * . 

2. Adjusting entry The entry to record this expense is; 

' Accumulated Depreciation-- 

Store Fixtures and Equipment 



Z. Baltmce after 
adjustment 



Extend amounts to 
Income Statement 
columns and Balance 
Sheet columns. 



bal. 
(E) 



1,300.00 
260.00 



Depreciation Expense ^ 

1e) 260. bol 



1 



260.00 



Adjusting Entry (E) 

Debit: Depreciation Expense $260,00 
Credit: Accumulated Depreciations- 
Store Fixtures and Equip. $260.00 

The new balance in Accumulated Depreciation account 
«is 4l>S6Os0a - — - - — 

If time permits, discuss with the class the 
significance of the asset account. Store Fixtures 
and Equipment, and the minus asset account, 
Accumuliated Depreciation. 

After the last a4justment is entered on the .Work- 
sheet, add the adjustments columns to be sure* 
the debits equal the credits, and make double 
lines where needed. 

Demon s t ra,t e ^how each item is extended from the 
Trial Balance (combined with the adjustments) to 
either the Income Statement columns or the Balance 
Sheet columns according to the classification of 
the account. v. 
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1. Example ' 



2. Demonstrate on 
Merchandise 
Inventory. 

W - 

H, Compute net profit 
(or loss) and finish 
the Worksheet. 

1. Total 'the ,i 
columns. ' 



For example I, for the cash accoimt , debftt balance 
$2,354.83 (no adjustment) , the amount /is extended 
to .the Balance Sheet debit col im. 



V3». Determine the 
net profit. 



3. Enter the net 
profit. 



IV. Preparation of Financial 
Statements 

A. ' Balance Sheet 



B. Income Statement 



C. Summary 



Do each item individually and systemaA:ically . The 
first item with an adjustment is the Merchandise 
.Inventory account. Demonstrate fully how the new 
balance is determined and extended to the Bala^pe 
Sheet debit column. " ^ 

Working with the class, demonstrate the completion 
of the Worksheet. 



Total the Income Stal^pment columns and the Balance 
Sheet)^ coliSmns. Examine the Incdme Statement column 
totals. Is the credit total ($75,527.88) greater 
than the debit total ($63,338.84)?, Since it is, 
there is a net profit for the period. Income is 
greater than expense. 

Subtract the lesser^amount from the greater amount 
and the difference ($12,189.04) is the net profit/ 
for the period. The difference between the two 
Balance Sheet column totals should be the same 
amount as the net profit ($12,189.04). 

Enter the net profit, bring down the final totals, 
and double rule the Worksheet. .Point out that the 
net profit' (or loss) figure is used as a balancing 
figure. 



Using the completed Worksheet, Figure 5.2K, prepare 
. a . Balancft ,Sheet..f ox ,NQKth ,StM. AppA4«>ce.s ^as^ of ^ 
December 31, 19 . (See Figure 5.3K.) 

U^ing the completed Worksheet, Figure 5.2K, prepare 
an Income Statement for North Star Appliances for 

the year ended December 31, 19 . (See Figure 

.5.4K.) 

Point , out to -the class that the net profit figure 
on the Income Statement is also shown in the 
Owner's Equity section of the Balance Sheet. 

Allow time for questions and discussion of. the work 
completed to date. 
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LESSON 6 

ADJUSTING AND CLOSING THE GENERAL LEDGER, AN 
PREPARING THE POST-CLOSING TRIAL BAUNCE 



Content Outlin e 



Review of Worksheet 



II. 



^djusting and Closing 
Entries 

^. Adjusting entries 
!• Journalizing 

} - ^ - ^ 



Posting to 
Ledger 



B* Closing entries 
1- Resylts of 

eliding entries 



2- Closing entries 
needed 




-T-eaching -Suggestions -and Referenees- 



Briefly review the Worksheet that was completed • 
in Lesson 5. Remind thef Students that t^e 
financial statements were prepared from i^k Work- 
sheet and that the iittormation on the Worksheet 
will be used to journalize the adjusting and 
closing entries. 

.Distribute copies of the Combined Cash Journal, 
(Figure 2.9) to the class. Review the adjust- 
ments that were made on the Worksheet for North 
Star Appliances and the manner in which each' 
adjustment is keyed. 

' Working with the class, demonstrate the journal- 
izing of the adjusting entries starting with 
adjustment (A). (See Figure 6. IK.) 

After the ^djusting entries are journalized, post 
them to the General Ledger accounts. 

Have the students compute the account balances 
for the accoxmts involved with adjustments. Make 
sure that each balance agrees with the balance 
shown on the financial statements and/or the ex- 
tended balance on the Worksheet. 

Discuss with the class the purpose of closing 
entries. As a result of closing entries, three 
things are accomplished: ~ 

• Income accounts are closed (in balance) . 

• Expense accounts are closed (in balance). 

' • Net profit (or loss) is transferred to the 
capital section (in agreement with the 
--'-'^ finamri'arl'is'tatementisO"." < - - ^ , , . -c* . * ^ ^^.^^^^^ 

To close the General Ledger for North Star Appli- 
ances, make four closing entries (Figure 6. IK): 

• Transfer yicome to Profit and Loss Summary 
account. 

• Transfer expenses to Profit and Loss Summary 
account. 

• Transfer net profit (or loss) from Profit and 
Loss Summary account to the Drawi,ng account. 

• Transfer the net increase (or decrea3e) from I 
the Drawing account to the permanent Capital 
account. > y 

. ^ It 
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3. Joumalizitig 



4. Pos^j 



Demonstrate the journalizing of the closing 
entries, working from the Worksheet. The concqpt 
-can be- clear lyj illustrated first in T-accounts . 
before actual journalizing* 

to Ledger Have the students post the closing entries tJ^ 

their General ledger accounts* When the posting 
is completed, have them compute account balances^ 
to be sure. tjie temporary accounts are ii\^balance, ' 



that is, closed. 



C. 



Balancing andr;,ruling 
the General LieTdger 
accounts 



Post- Closing Trial 
Balance 



Briefly review the classification of accounts in 
the Ledger. Point out that the permanent accounts 
(Balance Sheet accounts) are balanced and ruled, 
tiut a balance is also shown for the beginning of 
the new accounting period. The temporary accounts 
(income and expense jiccounts^ are closed (without 
balances) to start the new accounting period. 

Demonstrate balancing and ruling the General 
Ledger for North Star Appliances. (See Figure 
6.2K.) 

Distribute a Trial Balaiice form and- have the stu- 
dents prepare a Post-Closing Trial Balance (Figure 
6,3K), Make sure debits equal credits in the 
Ledger after the closing procedures. 

Review the accounting cycle, emphasizing that it 
is repeated each accounting period. Allow time 
for questions and discussion of the work completed. 



PRAaiCAL PROBLEM 



Content Outline 



I. 



Purpose of Application 



A. Alternate 
application 
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Teaching Suggestions and Techniques 

In Lesson 1, we recommend that a published practice 
set be used at the end of this course. This will 
provide the students with experience in using the 
related business papers upon which transactions are 
based. Several commercially published practice , 
sets are suggested in Lesson 1. 

If you prefer, you can use the supplemental practice 
problem (SNO SHACK, Appendix B) in place of a 
published practice set. This supplemental 
problem includes transactions for December plus 

" -35 ' ■ . ■ , / ' 
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Procedure 



First do the prac- 
tice set yourself. 



Review the materials, 
with the students. 



the closing for the end of the year* Jt also 
includes forms (whi^cK can be duplicated) ajriti 
answer keys for the problem. ^ T 

We e^^ijnate -that four- class -sessions wou^^^^ bp an- - 
appropriate amount of time to devote to completing 
either a practice set or the supplemental' problem. 

In usingi^either a practice set or the supplemental 
problem^we recommend that you do the following, 
(in the statements beloi^ we will assume, you have . 
chosen to use the practice set.) \ 

Do the practice set yourself ♦before you assi]^ it ;/ 
to the students. As i you do it, notice: ' 



•What the student will need to work the practice 
set 

• The type of entries which mi 
problems 

• The time required to complete the set 9± 



^^iVe the student 



Review the practice set with the studen 
they work it to emphasize: , 

• Type of business involved 

• Task the student is confronted with 

• Time schedule to be followed 




before 



Provide check 
figures . 



Make your completed 
5et available. 



Summary 



Provide check figures at key points. For example: 
Journal totals. Trial Balance totals, net profit 
(or loss) figures, etc. 

Make your completed practice set available as an 
answer key while the students are doing their sets. 

Review with the students the bookkeeping cycle and 
the if ol 6 6? the "bookTceeper ahd/6r accbtmtant in 
the small business environment. 
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APPENDIX A 

ILLUSTRATIONS, FORMS, AND SOLUTIONS TO PROBLEMS 



if 



< 

30 



SLEEPY-TIME MOJEL 
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INCOME STATEMENT 
For the month ended January 31, 19 



Figure 1.1 
Income Statement 
Sleepy-Time Motel 



Income from Sales: « 
Sales ^ $ 4,710-00 

Operating Expenses : ' 
Advertising $ 163.00 

Electric . 156.80 

PICA Tax • 38.72 

Heat 265.00 

Insurance 300.00 

Linen Service 750.00 . 

Maintenance and Repairs 150.00 
Miscellaneous .19.00 
Office Supplies 38.00 

Salaries 710.00 
TV Repairs ' 63.00 

Taxes ' ^ 139.50 ^ ' 

Telephone 123.40 , ' : \ 

Total Expenses /'^i ^ 2,916.00 ^ 

Net Income % 1,793.58 
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SLEEPY-TII€ MOTEL 

BALANCE SHEET 
As of January 31, 19 



ERIC 



Assets 

5"^^ ■ ^ $ 1,530.00 

Petty Cash - . ^ ^50.00 

Prepaid Insurance ' 1,600.00 

Office SOpPlies ; ^ - 200.00 

Room Maintenance Supplies ^ - — ' 850.00 

Building $ 65,000.00 

Loss Accumulated Depreciation 23,400.00 4l^600.0d^ 

Guest Room Fumijture $ 18,000.00 

Less Accumulated Depreciation - ^ 8,600.00 ;9, 400^00 

Office Furniture and Equipment ' $ 2,800.00 

Less Accumulated Depreciation ^,600.00 1,2PQ.'00 

Motel Maintenance Equipment $ 2,600.00 ' • 

Less Accumulated Depreciation^ 900.00 
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1,700.00 



I Total Assets^ • $ 58.130.00 
Liabilities! ^ 

.Accounts Payable $ 600.00 

Federal Income Taxes Payable ' 106.50 

State Income Taxes Payable ' 14.10 

FICA Tax Payable 38.72 

Sales Tax Payable ^ 329*70 

State \ ' $ 188.40 

County 141.30 ^ 

Mortgage Payable . $ 18,000.00 

Total Liabilities , $ 19,089.02 

Net Worth 

K. George Hayes, Capital, January 1 . 3*8,447.40 

Net Profit for January $1,793.5& 

Less, Drawings 1^200.00 ^ 

Net Increase to Capital 593.58 

K. George Hayes, Capital, January 31 39,040.98 

Total Liabilities and Net Worth ^ , $ 58,130.00 



Figure 112 
Balance Sheet 
Sleepy-Time Motel 



SB^ICE BUSINESS <^ 

(Motel) 



r : 



Cash Received 



mmm N trading business 

(Appliance Store) 



Room Rentals (Patrons) 



Sale of Goods 



Cash Paid Out 



Cost of Goods for Resale 
to Customers 



Advertising 
Electric 
PICA Tax 
Heat 

Insurance 

Linen Service 

Maintenance and Repairs 

Mrscellaneous 

Office Supplies 

Salaries 

TV Repairs 

Taxes 

Telephone 



Advertising 
Electric 
PICA Tax 
Heat 

Insurance ."^^^ 
MaiAtenance and Repairs 
Miscellaneous 
Office/Store Supplies 
Rent (if building is 

not owned) 
Salaries 
Telephone 




Figure 1.3 
Comparison of 
Service Business and Trading Business 
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NORITI STAR APPLIANCES 

INCOME STATEMENT 
For the month ended January 31, 19 



/ 



Income from Sales: 
Sales ' 

Cost of Goods Sold: 

Merchandise Inventory, January 1 
Purchases 

Goods ^Available for Sale 

Less: Merchandise Inventory, January 31 

Cost of Goods Sold 

Gross Profit on Sales 

Operating Expenses : 

Advertising 
Electric 
PICA Tax 
Miscellaneous 
Office and Store Supplies 
Rent Expense 
Salaries 
Telephone 

Total Expenses 

Net Income 



3,350.00 
3,084.00 
6,434.00 
2,920.00 



23.50 
14.50 

56,16 

12.00 
69.00 
220.00 

1,040.00 
41.50 



$ 6,339,00 



3,514.00 
$ 2,825.00 



1,476.66 
$ 1.448>34 



Figure 1.4 
Income Statement 
North Star Appliances 
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NORIH ST/\^ APPU/y^CES 

LIST OF INVENTORY ITEMS 



Household Items 
Alarm Clocks 
Blenders 
Can Openers 
Clock Radios 
Clocks 
Coffee Pots 
Crockpots 
Electric Irons 
Frypans 

Knife Sharpeners 
Mixers 

Counter- top 

Hand 
Steamer Cookers 
Timers 

Toaster Ovens 
Toasters 
Vacuum Cleaners 
Hobby Items 
Drills 

Hot Glue Guns 
Sabre Saws 
Sanders 

.Skill, Saws _ 

Soldering Irons 

Retail Supplies ^ 
Cleaiiers 

Coffee Pots 

Electric Steam Irons 
Drills 

Wood Bit^ ' 

Metal Bits 
Electrical Cords (Appliance) 
Glue Pacs ' 
-V Sandpaper 
Saw Blades 
Solder 

Vacuum Cleaner Bags 



/• 



Figure 1.5 
List of Inventory Items 
North Star Appliances 
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NORTH STAR APPLIANCES 
INVENTORY CARD 






Item Number 74-P12 










Item Name ' 


Diamond Toaster (2 -slice), Coppertone 






Number to be 1n Inventory 


Maximum: 


10 


Minimum: 


4 
















Date 




Quantity 
Received 


Unit 
Cost 


Quanti ty 
Sold 


R;i1 An^A 








/o 








No\fetni>€v 










/ 






J 2^ 
2/ 








"2- 






'¥ 








/ V 

































Figure 1 .6 «^ 
Inventory Card 

North Star Appliances ^ ' ^ 
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NORTH STAR APPLIANCES 




Phone 


Northland, N.Y. 




000-8823 




Order 


No. Date 




Sold to 










* 


Quantity 


Description 


Amount 




































































TAX 








TOTAL 






• 1 



Figure 2.1 
Sales Ticket 
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DAILY SALES SHEET NORTH STAR APPLIAIICES 


Quantity 


Description 


Item 
Price 


Sales 
Tax 


Total 
Cash 




— . — 1 ' • . ■ . 






























































































^ 














— 


— 






~ 











— ■ 4^ — ^ 
















































































































TOTALS FOR DAY 















Figure, 2.2 
Dally Sales Sheet 
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INVOICE 




No. 




ANDERSEN ELECTRI C C 0 M'P ANY 
Clearcity, New York 12839 
Telephone (518) 234-2616 

^ . ■ « ■ . • _ 


■ # 


r" 

c -ij North Star Appliances 
Northland 
^° New York 12809 

L 


i 


I 


/ 


Invoice Date 
Oct. 8, 19 


Terms 

2/15, 1/30, n/60 


FOB 

Shipping Point 


Your Order No. 
1032 


Via 

Dean Trucking 


QUANTITY 






lilT PRICE AMdUNT" 












10 
4 


"^BFendefs 
Toasters 74-P12 
Roaster OVens R0631-4 . 


_ . ^..^^ - 

• <* 


16.25 
12.40 
20.80 


$ 81-. 25 
124.00 
83.20 




' TOTAL 






$ 288,45 




\ 









Figure 2.3 

0 <. • Purchase Invoice 
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0 



BAL 
B80'T 
101 , FOR'D 



T0T,1L 



AltOUNT THIS CHECK 



BALANCE 



TOTAL 



mmt THIS check 



BALANCE 



.19. 



TO- 




MStarAffJm 



— miMRSfl^ 



TIfE FIRST NATIONAL BANK 
NORTHLAND, N£l VORK 




TO THt 
' ORDIK 
Of 



^DOLUm^ 



TIIE FIRST NATIONAL BANK 
NORTHLAND, NEft'TORK 



\ 



TOTAL 



AMOUNT THIS CHECK 



BALANCE 




^orth Star Appliances 
Miani Heu' York 12809 



\,0' 



19 



?a]. 



maml 



TO THt. 

ORDtPI 

OF 



«"'» •«"TM 
I" 'UU MrMIJT or TNI rtLUKINt ACCOVKl 



THE FIRST NATIONAL BANK 
" NORTHLAND, NErvORK 



ERIC 



Figure 2.4 
Checkbook 



No. 



PETTY C A S H V 0 U C H E R 



Date 



19 



Paid to 
For 

Charge to 



Approved 



Received by 



1^ 
i ■ 



Figure 2.5 
Petty Cash Voucher 
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PETT-Y CASH BOOK, 
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ash Fund 
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^Figure 2.6 
Petty Cash Book 
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Figure 2./K 
Answer Key 
Petty Cash Book, October 15 



PETIY CASH SlItWRy 

To replenish fund 
Expenditures from October 1 to October IS 

Advertising Expense 

Donations^ Expense # 

Postage Expense - 

Store Supplies Expense 

Miscellaneous Expense 

Total Expenditures ' 

Cash on Hand ^ 

Total Petty Cash Fund " \ 



Figure 2. 8K 
Answer Key 
Petty Cash Summary, October 15 
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- NOlm^ STARmiANGES 

CHART OF ACCOUNTS (Account Balances as of November 1, 19 ) 



Account Title 


Account 
Number 


Account 

Debit 


Balance 

Credit 


Cash 
. Petty Cash 
Change Fund 
Merchandise Inventory* 
Prepaid Insurance 


101 
102 
103 
111 
• 121 


$ 1,700.00 
50.00 
on 

8,350^00 
360.00 


$ . 


Store Supplies 

Store Fixtures and Equipment 
Accumulated Depreciation— Store 

Fixtures and Equipment 
Accounts Payable 
Notes Payable 


131 
141 

141.1 

201 

202 


285.00 
8,800.00 


$ 1,300.00 
810.00 
1,000.00 


Federal Income Tax Payable 
State Income Tax Payable : 
FICA Tax Payable ' 
^ State Sales Tax Payable 
County Sales Tax Payable 


211 
212 
213 
214 

215 ^, 




91.60 
23.20 
57.40 
472.00 
354.00 


John G. North, Capital 
John G, North, Drawing 
Income and Expense Summary 
Sales 
Purchases 


301 

■ 311 
40lt 
501 


37,080.^ ' 


13,500.00 
61,901.57 


Purchases Returns and Allowances 
Purchases Discount 
Advertising Expense 
Depreciation Expense • 
Donations Expense 


502 
503 
511 
512 
513 


854.80 
110.00 


272.00 
339.93 


Electric Expense 
FICA Tax Expense 
Insurance Expense 
Interest Expense 
Miscellaneous Expense 


514 
515 
516 
517 
518 


137.70 

'il AO 

28.00 
78.90 




Postage Expense 
Rent Expense 
Salary Experise 
Store Supplies Expense 
Telephone Expense 


519 
?520 
521 
522 
523 


56.00 
2,200.00 
10,547.90" 

376.00 




Figure 3.1 
Chart of Accounts 
i North Star Appliances 
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Aeet. Ho. 



Date 


IS^VT^I A a *l AM 
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Date 
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Figure 3.2 
General Ledger Form 



NORTH STAR APPLIMIS 

CASH PROOF, NOVEMBER 30, 19 

Balan^Je, November 1, 19 . i 

Plus Receipts for Month 

Less Payments for Month ■ 
Balance, November 30, 19 



Figure 3.3K 
Answer Key 
Cash Proof, November 30 
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$ 1,700.00 
.3,569.41 
$ 5,269.41 
. 2,997.79 
$ 2.271.62 



m MSN mi 




Cash 



101 



Date 


Explanation 


Post 


Debit 


Date 


Erplanation 


Post 
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iBrt la nit 
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Date 
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Date 
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Date 
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Date 
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Merchandise Inventory 
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Date 
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Date 
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Post 
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Prepaid Insurance 
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21 


Date 
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Post 
Ref. 


Debit 


Date 
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Post 
Ref. 
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- Figure 3.5K1 
Answer Key 
General Ledger, November Transactions 
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Figure 3.5K2 ^ 
Answer Key 
Genera] Ledger. November Transactions 
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Date 
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PICA T^x Payable 



Acct. No. 213 



Date 
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Post 
Ref. 


Debit 


Date 


Explanation « 


Post 
Ref. 
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Date 
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Post 
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Date 
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Ref. 


Credit ; 
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County Sales Tax Payable 



Acct. No. 215 



Date 


Explanation 


Post 
Ref. 


Debit 


Date 


Explanation 


Post 
Ref. 


Credit 
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Figure 3".5K3 
Answer Key- 
General Ledger, November Transactions 
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Income and Expense Svunmary 
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Figure 3.5K4' 
Answer Key 
Genei^l Ledger, November Tranfs actions 
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Purchases Returns and Allowances 



Acct, No. 502 



Date 
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tXSJt L 


Debit 


Date 
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Purchases Discount 
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Date 
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Date 
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Advertising Expense 
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Date 
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Figure 3.5K5 -) 
Answer Key 
General Ledger, November Transactions 
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Electric Expense 



Acct, Ho. 514 



Date 


ExDlanation 


Post 
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Date 
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PICA Tax Expense 


Acct 


No. 5 


15 
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Post 
Ref. 
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Date 
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Post 
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Insurance Expense 



Acct .No. 516 



Date 



Explanation^ 



Post 
Ref. 



Debit 



Date 



Explanation 



Post 
Ref. 
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Date 
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Post 
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Ref. 
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Misj^ellaneous Expense 



Acct.. No. 518 



Date 
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Ref. 
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Date 
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Post 
Ref/ 
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Figdre 3.5K6 • 
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General Ledger, November Transactions 
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Date 


ExDlanation 


Post 


Debit 


IJote 


Explanation 


rost 
Ref. 






#4- 


7 































































































Date 


Explanation 


Post 
Ref. 


Debit 


Date 


Explanation 


Post 
Ref. 


Credit 


Ncyg 


/ 




/ 




















/ 














y 






> 






















































Salary Expense 


Acct • No. 5 


21 


Date 


Explanation 


Post 
Ref, 


Debit 


Date 


Explanation 


Post 
Ref, 


Credit 








/ 






























































































Store Supplies Expense 


Acct 




22 


Date 


Explanation ' 


Post 


Debit 


Date 


ExDlanation 


Post 
Ref. 


Credit 













































































































Telephone Expense 



Acct. No. 523 



Date 


Explanation* 


Post 
Ref. 


Debit 


Date 


Explanation 


Post 
Ref. 


Credit 




























3 






3/ 


9i> 
























9c 





















































Figured. 5K7 
Answer Key 
General Ledger, November Transactions 
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NORTH STAR APPLIANCES 

TRIAL BALANCE. " 
November 30, 19 



Account Title 


Account 
No. 


Debit 


Credit 




1 n 1 
101 


2,271.61 




102 


50.00 






1 A T 
105 


50.00 




piQx unonuisc invGTixoijr 


111 
111 


8 , 350 . OQ 




rAvpaiu msuTanco^ , 


121 


360.00 




ObUJTO ouppi'xcs 


1 Tl 

151 


285.00 




oioUxo riAuuxos oiiu cquxpinenw 


1 >f 1 
141 


0 OAA AA 

8,800.00 




Accuiiiuiaupu uepreciaxion-^otore Fixtures 








ana cCfUipinent 


1 >i 1 1 
141 • 1 




$ 1,300.00 


Accounxs rayaDie 


201 




661.9^ 


r e aera i in come i ax P aya b 1 e 


211 




160*30 


okSue income tax rayaDie ^ 


'Vl 0 

212 




40.60 


riw\ tax tfayaDie • 


213 




143.50 


obaue oaies lax rayaDie 


214 




560.58 


LfOUHby dales tax rayaoie 


215 




420.43 


jonn iMorxn , capital 


501 




^ 'l4,700.00 


jonn aj* Nortn, ur awing ' 


302 


9,500.00 






>• A 1 

401 




64,115.97 


ruxcnases 


F A 1 

501 


37,524.00 




rurcnases Kexums ana Allowances 






293.60 


Purchases Discount 


503 




346.33 


Advertising Expense 


511 


890.56 




Donations Expense 


' 513 


120.00 




Electric Expense 


514 


137.70' 




PICA Tax Expense 


515 


100.45 




Interest Expense 


517 


41.33 




Miscellaneous Expense 


518 


89.90 




Postage Expense 


519 


61.00 




Rent Expense 


520 


, 2,420.00 




Salary Expense 


521 


11,283.80 




Telephone Expense 


523 


407.90 




Totals 




% 82.743.26 


$ 82.743.26 



Figure 3.6K . 
y^nswer Key 
Trial Balance, November. 30 
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. ACCOUXr TITLE 



UmLJ^Juol. iimO' 

.Aijt..£!»^i«j«,„:.„_ ...[ 
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Figure 4.2K1 
Answer Key 
General Ledger, December Transactions 
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Figure 4.2K2 
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General Ledger, December Transactions 
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Figure 4.2K3 V 
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General Ledger, December Transactions 
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General Ledger, December Transactions 
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mm STAR APPLIANCES 

TRIAL BALANCE 
*Difcember 31, 19 
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Accost 








Account Title 


Number 


Debit 
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LaSn 


101 


$ 2,354.83 






Petty Lasn, 
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5^0.00^ 






Lnange runa 


103 


. 50.00, 


■ 




Merchandise Invdiitory • 


111 


8,350.00 






Prepaid Insurance * 


121 


360.00 






otore ouppiies 


131 


285.00 






Store Fixtures and Equipment ' 


141 


- 8,800:00 






Accumuiateci uepreciation— 






■ 




otor&. Fixtures ana equipment 


141.1 




$ 1.300 
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otate Income Tax Payable 
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rlLA lax Payable 
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200. 
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214 
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.^4 
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,70 
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301 




14,700. 


00 


Jonn G. North, Drawing 
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66,224. 


97 


Purchases ^ - ^ 
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37,973,00 






Piar chases Returns and Allowahce,s 
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304. 
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Purchases Discount 
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358. 


41 


Advertising Expense . 


511 


921.56 
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0 loo Cf\ 

° 182.50 






FICA Tax Expense 
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129.15 






Interest Expense 
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41.33 
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-518 


101.90 
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.68.80 






Rent Expense 
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2,'6'40.00 
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11,774.40 
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442.20 
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$ 84,659.67 


$ 84,659. 
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BALANCE SHEET 
As of December 31, 19 ' 




X. Assets 

Cash; ^ 
Petty Cash , 
Change Fund 
Merchandise Inventory 
Prepaid Insurance. ^ 
Store Supplies / 
Store. Fixtures and Equipment 
' Less. Accumtilated Depreciation 



Total Assets 

V 

Liabilities 



Accounts Payable 

Federal Income Tax Payable 

State Incomja^ ta^.J>ayable 

FICA. Tax Payable 

St at6' Sales Tax Payable 

County Sales Tax Payable * ' 

' tota^>4^abiluti^s 

Owner's Equity .J^- ,o 

John G. North, Capital, Jan*. 1 
Net Profit for the Year 

Net Increfse to Capital' ^ 
John^G. North, Capital, Det. 31 



$ 12,189.04 
10,000.00 



8,800, 
1,560, 



00 
00 



14,7^00.. 

■'V 

2,189. 



00 



04 



2,354.83 
50.00 
50". 00 
8,640.00 
186.00 
140.00 

7,240.00 



18,660.83 



$ 183.95 
206.10 
^ ' 52.20 
° 200; 90 
644.94 
483.70 

3. 1,771.79 



Total Liabilities and OWner's Equity 



$. 



16,889.04 
18.660.85 
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lANCES 

For the Yelr Eijded December 3l,%l9^ , ^ 



$ 37,973.00 



Income from Sales '^'''^■'^^J , 

Sales • . •• • ': , '" / . ''^ ^ 

Cost of Gooiis SoJsfi ; ; ^ 

Merchandise Inventory, Ji^.''''i j/ 
."purchases.^" J 
Less: l^^fehases lleturns^^^^ 

#* Allowances ;^ $ '304 .'50 
• Purchases Discoun^^^, , 3S8l40Liait..^ 662.91 
Net Put'chases '^ l^^^ 

Goods Available for Sale v^^^^ 
Less: Merchandise Inventory ^i^e^^^ S'- 
.* Cost of Goods Sold ■ - -/r 7- 



Gross 'Profit, on Sales 



- . Operating ^^erisies: 
^ Advertising 

• Donations £ , ^^^''^ ^-^-^^^■^l^ 

^ >-Electric; v ' \/ r- '- ^v'-^-;^^' H:^ 
. :LfICA .T^; \ "; 4^ 
-^'Ipterest l-'- 
Miscellaneous ^ ^C/ >V^^^ 



, Post|tge 
Salary 



lnsOTaii.ce ."■ ''^VV'/," ■ ^ 

Defl*;ajf iat iojfi' .' . . • y-^'" '-^f^^'/^ ' 

Net Income • ' 




, 4 - * 



$ 8,35 




37,310.09 
45,660.09 
8,640.00 . 



' 37,020.09 
$ '29,204.88 



921.56 
135.00 ~ 
182.50 
129.15 
41.33 . 
101.90 
68.80 
2,640.00 
11,774.40 
442.20 
' 174 .bo 
145.00 
260.00 



17,015.84 



$ 12,iaa,04 
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